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UM RESEARCHER: M ONTANA’S ECONOMY D O ESN’T DESERVE ‘D’
MISSOULA Montana’s economic growth has slowed, but the state should not receive a D grade for
economic performance, according to a University of Montana economist.
Paul Polzin, director of U M ’s Bureau of Business and Economic Research, disagrees with
the D grade the Corporation for Enterprise Development gave Montana last summer for a
"declining job market."
Each year, the Washington, D.C.-based corporation grades the economy of every state,
using more than 30 economic measures gathered into three graded (A to F) subject indexes:
economic performance, business vitality and development capacity. While Montana received a D
for economic performance, the state got B grades for business vitality and development capacity,
an improvement from past years.
"Montana’s long-expected economic shutdown is here, but the D for economic performance
is over-reacting," Polzin says, adding that he relies on broader income measures rather than the
job market data used by the Corporation for Enterprise Development. Polzin’s income measures
have slowed less than the job-related statistics, he says.
"Maybe Montana should file for a grade change, but be happy if they raised it to a Cminus," he quips. "Newly released data show that the state’s economy grew about 2.8 percent in
1995, down from the 4- to 5-percent growth rates in the early 1990s, and we project the growth
rates to drop further, to 1.5 to 2 percent between 1996 and 1998."
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Polzin says reasons for the slowdown include slower growth in "high-tech" and light
manufacturing industries, an end to the construction boom, federal government decreases and
slower nonresident travel growth.
Despite the moderating growth rates, Polzin says, the underlying fundamentals of the
Montana economy remain strong.
■ Long-term prospects for agriculture appear strong. The current low cattle prices will
improve as the state passes through this phase of the cycle.
■ Most traditional Montana manufacturing industries have stable or increasing employment
and payrolls.
■ Long-run forecasts indicate increases in worldwide demand for minerals and related
products. Short-run international factors continue to affect Montana mines.
Personal income, one of the major determinants of retail sales, will increase 1 to 2 percent
per year from 1996 to 1998, Polzin says. Slower growth in transfer payments and dividends,
interest, and rents -- as well as the overall economic slowdown -- has reduced personal income
growth, he says.
Montana’s job market will increase at a more moderate rate in the next few years. Polzin
projects nonfarm wage and salary jobs should increase by about 7,000, compared to growth of
9,000 to 10,000 per year in the early 1990s.
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